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Agenda item
Compl exity of the Medicare program and regul atory burden
David G ass, Marian Lowe, Anne Mutti, Hel aine Fingold

PROCEEDI NGS

MR. HACKBARTH. Good norning, everybody. Wl conme. The
first itemon our agenda this norning is the conplexity of the
Medi care program and regul atory burden. David?

MR. GLASS: Today we'd like to get the Conmi ssion's reaction
to the draft report, which is in your binder there at tab K, and
see if we can get agreenent on the approach in there. And also,
| ook at the draft recommendations, if we have tine.

This report stens fromthe Congressional tasking in the BBRA
and asked us to ook at the conplexity of the Medicare program
and the | evel of burden placed on providers to federal
regul ation. The report is due by the end of Decenber, so that
means next neeting we'll have to have a final draft and get the
conmmi ssioner's input, put in changes, and prepare for Decenber
publication. So it's a fairly tight schedul e.

Qur approach to this was to listen to the providers and CVS
and beneficiaries, collected sone testinony on the panel that we
didn't quite have in Septenber, and al so comments on the Federa
Regi ster notice at that tine. W conducted sone site visits,
literature search, that sort of thing, to try and understand what
t he probl em was.

After doing that, we decided that we weren't going to
attenpt to catal ogue regul ations and their burden or create top
10 lists of the npbst annoying regulations. The reason for that
is that's really already being done by every professional
society. They each have their top 10 list of regulations they'd
| i ke to see changed or elimnated. The things that are well
known, CMS and Congress know about them already and they may
al ready be working on solutions. The Physician's Regul atory
| ssues Team for exanple, in CM5 is working on a |lot of the
regul ati ons that are bothering providers.

So we didn't want to duplicate that. |Instead, we thought it
woul d be a good idea to go back to the source of the burden
which is really the conplexity of the Medicare program and see
i f sonething could be done at that end. | like to use a
gardening analogy. |If you're going to prune the tree, you can
cut off the branches that stick out and poke you every tinme you
wal k down the path. That's kind of the let's get the top 10 out
of the way approach.

Anot her approach is to | ook at the shape of the tree and
decide is there sonme ngjor branch that could be taken out of it
that would inprove the health of the tree and elimnate a | ot of
branches and smal |l branches and things that are bothering you.
W're trying to take the | atter approach.

So what do we know about conplexity? Understand the sources
of conplexity in the Medicare program what we decided to do was
to understand which of those stem from how t he program start ed,
because there are certain odd aspects of the programthat are
split between Part A and Part B and the use of |ocal contractors,



that sort of thing, that were there at the very start of the
program And that can be the source of conplexity now. O her
sources could be increasing size and scope of the program over
the years and differing goals.

So we want to understand each of those and try to understand
what are the sources of conplexity now and then try to sort out
what we call irreducible conplexity. There are certain aspects
of the programthat you're just going to have to have in the
program Some of that exists because of the size and scope of
the program |If you have beneficiaries in all 50 states plus a
couple of territories and Puerto Rico and such, that's just going
to make for a conplex programin itself. You have a |ot of them
and you have a lot of providers. So there's a certain anmount of
conplexity that you're probably not going to be able to avoid,
and I would call that irreducible.

You have ot her aspects such as beneficiary protection and
fiscal prudence, | nmean you' d have a very sinple program and
wite a check to each provider at the begi nning of the year, but
that woul dn't be very prudent and you can't go that far.

So the idea then is to sort out the irreducible conplexity,
figure out what can be sinplified, link conplexity to burden,
identify what could be sinplified, and if you can do that you
could then identify promsing targets for sinplification which
woul d, in turn, reduce burden. So that's our general approach to
conpl exi ty.

So what are sone of the promising targets that we've conme up
with? The first is kind of the excessive |ayers of the
adm nistration, and within that the contractor role and | evel s of
enforcenment. What we're tal king about here is the programtends
to get bogged down in nmultiple layers of issuances, regul ations,
carrier manuals, provider bulletins, all of which people
eventually try to understand the programfrom Each does the
sanme thing slightly differently and that can lead to
m sunder st andi ng and i nconsi st enci es.

That problem that |ayer problem is nultiplied by having
many contractors, each communicating inits own way, to the
provi ders and beneficiaries. |t becomes exponentially worse when
you have nultiple automated systens involved in the clains
processi ng and ot her aspects of the program The software
changes made prior to final regul ations, for exanple, my get
i npl enented differently than woul d have been expected. That can
| ead to problens where the clains processor is using their
software to deny clains or to, even worse, pay clains and then
the G conmes in later and says oh, that's not the way the
regul ati on shoul d have been interpreted. And the provider is the
one who ends up with the problem

We said why do things this way? It's an exanple really of
the conplexity because of the way the programstarted. Wen you
wer e paying on the basis of local uniform customary and
reasonabl e charges and cost audits, it nmay have nade sense to use
| ocal insurance conpanies to pay the clainms, and that was al so
somet hing that appealed to the |egislators because that woul d
seemto be the |least threatening, the thing that providers were
used to have happening, and it kind of kept the federal



government out of the program

So using many |ocal contractors and having the Part A and
Part B split all mght have nmade sense at one point. But the
guestion is why continue it now? It doesn't nake sense if you
have nati onw de prospective paynent systems to continue with this
cl ai ms processing systemthat was designed for uniform customary
and reasonabl e charges and costs.

We consider this an exanple of the way the programstarted
| eading to conplexity that now could be sinplified. So that's
what we nean by the contractor role.

We think that if you rethink the contractor role, and it
particul arly makes sense because there are al so now nati onw de
chains of providers. So if you want to rethink the contractor
role conpletely, you can probably change the division of |abor
bet ween t he governnent and contractors and perhaps between all
the different forns of contractors we have now. W have carriers
and fiscal internmediaries and RHH s and DVRGs and we have program
saf eguard contractors. It's not clear that you want all those
di vi si ons and boundari es.

So if you rethink that division of |abor, you could probably
al so get rid of |ocal nedical review policy, which would be a
tremendous sinplification. And | think we heard sonme of that
yest erday, people saying that it's making things very conplicated
for providers. W'Ill get to recommendations in a m nute.

The other question is the |evels of enforcenent, as far as
excessive |layers of administration go. This is kind of
conpl exity because of the changes in the program probably. The
new enphasis in funding from H PAA suddenly invented these
program saf eguard contractors and made a | ot nore noney
avai lable. It also gave nore noney to the HHS O fice of
| nspector General. And now we have the O G the Departnent of
Justice, program safeguard contractors, a |lot of people involved
in the enforcenent question and this is | ooked upon as a
tremendous burden by providers. People are extrenely scared and
worried by the system sure that no natter what they do, even if
they follow every rule, soneone's going to tell them oh, you were
wrong, that wasn't one of the rules you were supposed to follow,
and they' Il be in trouble.

That seens to be really pervasive here. W think a |ot of
that mght stemfromthe fact that there's so many | evels of
enforcenment now and that there could be better coordination
between them We'll have a recomrendati on on that, as well.

Regul ation proliferation, obviously if you' re worried about
having too many regul ati ons you either have to get rid of sone of
t he ones you have or prevent new ones from being created. W
think that here the pace of changes is a |arge part of the
problem So many new | aws are passed which then require new
regul ations to enforce them it becones very difficult for people
to keep up with the changes.

We think, in this case, that -- as we'll get into in the
recommendations -- that Congress could give CVM5 nore flexibility
on schedules and allow themto test regulations out. And if that
coul d be done, that mght create | ess need for correcting | aws
and regul ati ons when the first one didn't work out quite as



intended. This new paynent system may be an exanple of that.

We also think it may be a possibility of having sone kind of
sunset nmechanismto get rid of sonme of the regul ations that
current exist. One way of doing that is say everything that's
over a certain nunber of years old you get rid of or you re-
exam ne. But we think it may be better to approach it by saying
as you change the program have a nmechani sm so that you can search
out things that nmay no | onger be needed.

Exanpl es of this may be the adjusted conmunity rate proposal
in the MtC worl d, which was originally designed to adjust
commerci al nmenbership cost to Medicare nenbership costs, but now
you don't need to have commercial nmenbers anynore. So the whole
| ogic of that seens to say well, why have that?

Cost reports are another exanple. |If we use cost reports
for paynent, they probably are nore conplex and detail ed than the
cost reports we may need to do, the sort of things you were
tal ki ng about yesterday for updates, and | ooking at whether the
paynment is adequate. So we tried to elimnate sone regul ations
in that way.

And finally, technology would seemto have sone rea
benefits. The provider interface -- and by that we nean as the
providers interact with the program what do they see? Wat kind
of forms do they have to send in? Wat do they get back?

Even if you can't sinplify sonme of the paynent systens, you
coul d conceivably greatly sinplify the interface with the
provi ders so before they were sent in a claimthey would be able
to tell whether it would pass the prelimnary edits. Does it
have all the correct information and that sort of thing.

| |1 ooked kind of at tax software. Sonme of us do our own

i ncone taxes and we use tax software progranms. |It's a very
conpl ex tax systembut all you have to do is put in a certain
anount of data and the software does all the work for you. It

understands all of the conplexity. So if we could try to
sinplify the interface with the providers, sonething |like that
per haps m ght be possi bl e.

Better conmunication, we think also, if you could use
technol ogy to inprove your communi cation by having one website
t hat woul d per haps have the answers you wanted, and there would
be one of them and everyone woul d get the sanme answer, that would
probably be a trenendous benefit for the system But that would
probably require nore resources for the CM5 to do any of that
t echnol ogy wor k.

| think, if you d like to discuss now, we can do so or we
can go to recommendati ons.

MR. HACKBARTH. Why don't you go ahead and do the
reconmendat i ons.

MR. GLASS: This relates to this question of rethinking the
contractor role and getting rid of some unnecessary |layers in the
system You can see that the idea would be to have a standard
nati onw de system which, if you were inventing the programfrom
scratch now, you would probably say well, of course, what el se
woul d you do? Wiy woul d you have 100 different systens out there
if you're going to provide the sane benefit to beneficiaries
across the country?



So we're sayi ng okay, nove to a nationwi de system It would
require that Congress allow CVM5 to elimnate | ocal nedical review
policies and | ocal descriptions of policies and regul ations. And
then you' d also allow CVM5 to contract as necessary to do this.

DR. NELSON: May | ask a question at this point to clarify?

| presune that there could still be a role for carrier advisory
commttees at the | ocal area, even though there would be a sane
set of rules. There still could be a role for advisory

conmittees in terns of interpretation or the way information is
di ssem nated to assist in particular local circunmstances and
things of that sort? O did you see that there would no | onger
be a need for carrier advisory commttees?

MR. GLASS: No, | think you could still have them Many

carriers now cover nmultiple states and there are still carrier
advisory commttees around. So | would think that you coul d
still have that nmechanismto conmmunicate to the system It's

just the systemyou' d be communicating to wouldn't be oriented on
| ocal carriers, per se.

MR, HACKBARTH: It would be hel pful to ne if we could get
all of the recomendations out. |I'mtrying to see the big
picture, the big franework. And then we can cone back and ask
detail ed questions about either the framework or specific
recommendati ons. David, why don't you nove through the
recommendati ons as qui ckly as you can?

MR. GLASS: W can zip through thempretty quickly then.

Reconmendati on two, follow ng on reconmendati on one, if you
coul d devel op a nati onwi de systemthat could then be clearly
comuni cated to providers, we would hope it would be possible to
carry out this recommendati on which is that providers should not
be subject to penalties for relying on official guidance fromthe
Medi care programthat is later found to be error

This is a trenmendous conplaint from providers, that they can
actually call up, do what they're told, and get puni shed anyway
later. It seens ridiculous to them and it does seem ki nd of
ridiculous to us, as well. This would raise other issues such as
what constitutes official guidance and who woul d be consi dered
capabl e of providing it, and that sort of thing.

But if you had one standard systemit would be nuch easier
to explain to people what the rules were. And we think then you
could probably follow up with this, and this would relieve I
think a trenmendous source of -- if not burden, at |east
uncertainty and apprehension fromthe provider community.

| f you have no |l ocal contractors, then you can probably
rethink the proper function of the CV5 regional offices, inasnmuch
as they're involved with contractor supervision and managenent .
We think there are certain other things that m ght happen to the
program that woul d make this appropriate. For instance, if you
start putting Medicare people in |local Social Security
Adm ni stration offices and that sort of thing. You may need to
rethink the role of the regional offices and figure out how they
woul d nmesh with that. So we think that the current role may well
have to change and this should be rethought.

In the paper we gave you, we brought up these questions of
bal ance, of how in regulatory systens you have choi ces about how



you might want to do things. W think it m ght be appropriate to
eval uate whet her the Medi care program has a correct bal ance

bet ween up front vetting of providers. That is, are you very
careful who you let in your network and review themcarefully up
front? O back end rigor of clainms processing enforcenent.

Here we think the bal ance is probably too nuch toward the
back end side now W're going to let in everyone and then we're
goi ng to check everything everyone does every carefully.

DME is kind of an exanple of this. They actually started
requiring that DVE suppliers provide Social Security nunbers and
an actual address. That seens pretty reasonable, but that was
consi dered changi ng the balance to nore up front vetting of
providers. So we think that sort of thinking could probably be
applied in other areas, as well.

Recommendation five. This is interesting, what can they do?
W would call themto try to rationalize enforcenent roles and
activity, the idea being that providers feel that they' re subject
to multiple audits and investigations fromall these different
agencies involved. |If the current structure is appropriate, it
woul d be nice to be able to explain to people why and howit's
beneficial. And if not, we think it probably should be rethought
and perhaps rationalized in sone way.

W think that also mght lend itself to making better use of
audit and investigation results, so you don't have to have
mul tiple audits and that sort of thing.

This recommendati on speaks to trying to slow the pace of
addi ng additional regulations. W're trying to do that by

avoi ding corrective actions, where Congress passes a law, it's
put into regulation, things start happening, they don't |ike the
result and have to pass another law to correct it. W think that

some of that could be avoided with nore reasonable tinelines on
setting up, for exanple, new prospective paynent system and
provi ding nore resources for CM5 to devel op and test the
regul ati ons thoroughly before inplenmentation.

We'd al so, of course, |like the people who are doing the
testing to be independent of those perhaps proposing the system
to make sure it's a good test. Again, the idea here is we're
trying to prevent the constant phenonmenon of a | aw bei ng passed,
people not liking the result when it finally happens, and then
having additional series of |laws and regul ati ons.

This is at the other end of the regulation life cycle, where
we'd like to be able to elimnate regul ati ons that becone
obsolete as a result of program changes. Again here, the
adj usted community rate proposals in the MC world and sone of
t he perhaps the cost reports on the fee-for-service side are
exanpl es of this.

This is kind of our catch-all technol ogy recomendati on,
that CVS has probably dropped many years behi nd the power curve
on this. Again, tied to the first recomendation, in that if you
sinplified the system and have a standard system this becones
much nore a practical thing to do.

Ri ght now you can go into a gas station and flick your card
through the thing and it communi cates by satellite, approves your
card by the tine you put the gas nozzle into your tank. But for



a provider to determ ne whether a beneficiary is really covered
by Medicare they have to consult the common working file, which
doesn't work 24 hours a day, isn't available necessarily all the
time, and is three or four weeks behind. It doesn't seem

possi bl e that that has to be that way.

So we think if we sinplified the programto begin with, go
to a standard system that would allow technology to be used in a
much nore appropriate and up-to-date manner and relieve a | ot of
t he burden providers feel.

That's what we've got.

MR. HACKBARTH. Thanks, David. Just a word about the draft
recomendations, in particular for the people in the audience.
This is the first tinme that the conm ssioners have seen these,
and the purposes of the draft recommendations at this point is to
stinmul ate thinking and di scussion. So what we finally agree on
may or may not have any simlarity to these draft
recommendat i ons.

M5. NEWPORT: David, first a context question. The so-
call ed RACER bill was just passed or it will be passed by the
House fairly soon, which is an attenpt to get at sone of the
issues with the fiscal internediary structure. Yesterday Bob
Ber enson spoke to us about he thought that would make it even
nor e conpl ex.

| guess in the context of this discussion and this chapter,
| think we need to be aware of that and try to frane the context
around what that may or may not do, although | have to confess |
haven't read it in detail.

MR. GLASS: Yes, we've been trying to foll ow some of the
legislation. First there was sonething called the MEFRA
Medi care Enforcenent Fairness Regul ation Act or sonething |ike
that. That was around. Then the Ways and Means Committee had

theirs, which was -- did it have a nanme, or just 2786? They had
their version of a regulatory burden bill.
M5. NEWPORT: | guess it would be hel pful --

MR. GLASS: And then Commerce has now becone the RACER bill.
A lot of those tend to deal with the appeal s process and sone --
at one point there was things about could they use extrapol ation
to go froma sanple of 30 clains to a universe of clains. W
know that those things are around, and that's why we're trying to
go to sone of the root causes of conplexity, rather than to
address each of those things they happen.

M5. NEWPORT: Contextually, 1'Il go and revisit it now
nmyself. But the other issue, and | hope that we can put it in
the text, in alignment with this first recommendation, is that on
the policy interpretation side, for health plans, when we have
peopl e go for urgent out-of-area care or to a non-participating
provi der, we do pay themon a fee-for-service basis, energency
care as well. It is very, very difficult for health plans to
pierce the interpretation network, if you will, for the fiscal
internmediaries and others that determ ne paynent and policy and
make coverage deci sions.

It's been sonmething that CMS has been somewhat rel uctant,
because it's in another part of the house if you will, allow us
access to. So it's very difficult to get this, and there's



extrenme variability across the country in sonme areas. Sonetinmes
it's very consistent.

So if nothing else, in reference in the text, tal k about the
pl ans that other payers have. And the line is you're not a
provider. Well, indeed we are a provider in sone context. So |
think that would be hel pful to acknow edge that we can only pay
properly if we have access to the data that way.

MR. HACKBARTH. Jack, before you take it, it would be
hel pful if we could have for the conm ssioners very brief
summaries, if you wll, of sone of the major ideas in the bills
on the HIl. 1'mnot talking about all of the gory detail. |'m
just looking for sonmething that wll help stinulate our thinking
about what the possibilities are. So brief and high |evel.

MR. GLASS: We can send you that by e-mail.

MR. HACKBARTH: Janet was just asking whether we're going
t hrough draft recommendation by draft recomendation. | don't
think that's necessary at this point, because it's not like we're
trying to prepare for a vote on any one of these recommendati ons.
Again, we're trying to get the major ideas.

DR

. RONE: David, | found this material, clear, well
presented. | have a couple of general comrents, sonme of which
may expose ny lack of famliarity with CVS.

First of all, | do think it's helpful up front to identify

that the problem however you want to state it, has severa
el enents, one of which is regulatory, one of which is the
conplexity of the system but one of which is cultural,
structural, et cetera in the organization that we're seeking to
nodi fy. There are sone inefficiencies. Sonme of it is related to
| ess advanced technol ogy and i nadequate capital investnent, but
there are sone other inefficiencies and retention of archaic
activities. Sonething that shows these different things.

If I were faced wwth trying to fix this organization,
would do two things. It may not work and it may not be the right
approach. The first is | would wonder why there isn't nore
di scussi on about one of the nost effective |levers that you have
in maki ng these changes, and that's noney. Wat is the
rel ati onship between the CMS budget and the problem

There are a | ot of people, sone here, who wite articles
saying that CM5 is chronically underfunded. If | were a
congressman and | thought there was too nuch of it and it wasn't
efficient and there were too many | ayers of adm nistration and
too many regional offices and too many people, the last thing |
woul d want to do is feed it nore so it could grow nore | evels of
conplexity. And | mght say let's feed it | ess and see what
happens.

If you, in fact, yoked feeding it less with you guys give us
a list of the things you want to get rid of and we'll get rid of
them for you, but you can keep the noney. That is, nobody's
going to give you a list of things to get rid of if, when you get
rid of themyou take the noney away that supported those
activities, or you take all of it away. There m ght be sone
"profit share.”

Sonme di scussion about the relationship of the budget to the
probl em because it's not clear whether we need to feed it nore



so it can be nore efficient and re-engineered or feed it | ess so
it doesn't grow nore conplexity and | ayers upon | ayers.

MR. HACKBARTH. Jack, Murray just said you' re proposing
prospective paynment for CVB.

DR

. ROAE: | just think the docunents we create should at
| east have a paragraph on this. Like one conm ssioner had the
absurd idea that maybe -- but that was |aughed off the court.

The second thing that I would do, after | wondered about the
relationship of the funding to the problemand the fix, is |
woul d say who should | get to help ne with this?

| don't know everybody in this room but |I don't think the
person to help us with this is in this room Wth all due
respect to your background, there are people who do this for a
living. There are people who have doctoral degrees in
organi zati onal devel opnent, re-engineering. This is not the
first kind of problemlike this. And what expertise does MedPAC
have with respect to these kinds of nega issues?

So then what we wind up wwth is a list of draft
recommendat i ons which are kind of ad hoc on here's an idea,
everybody thought this was a stupid thing, let's get rid of that.
And maybe we have too many regional offices. But nmy guess would
be that if we did all of these things it wouldn't fix the
probl em

So | just wonder whether or not sonebody el se should do it.
| know we're not supposed to rmake recommendations |i ke that,
ei ther, but...

MR. HACKBARTH. CQur reconmendation is, take this back.

DR. ROAE: You sent this to the wong office. So anyway,
those are ny thoughts. Thank you.

MR. HACKBARTH. Could I just react to Jack's point? Two
reactions, on the |ast point about other people having nore
expertise, | certainly think that's true in sonme aspects of the
problem | really don't think the charge to us, though, was to
redesign CVMS or do a reorgani zation where clearly we did not have
t he experti se.

| think they are |ooking to us, though, to point in sone
general directions.

DR. ROAE: One of which could be to hire an outside
or gani zati on.

MR. HACKBARTH: One key issue you put your finger on at the
front end of your comment is the |link between flexibility and
efficiency, which is what we've been saying to providers for a
long tine. The problemwe have right now, as | see it, is that
we've got no flexibility, lots of very specific conmandnents in
terms of how things are done, and then an expectation of
efficiency. And you can't have that conbination.

It's sort of a basic point and it doesn't take a genius to
figure out, but apparently it needs to be enphasized. | think we
can nmake a contribution there, just pounding on the nail sone
nor e.

MR, DEBUSK: Jack, maybe we have too many of those kinds of
peopl e you' re tal king about stirring the pot in the present
si tuati on.



One of the overlying things that's a major problem as you
all know, we just do not have the information systens to give us
the information, even as a comm ssion, to do the things we need
to do. Now that's overlying everything.

Under neat h, though, | agree with your statenment. CMs should
nove to a standard nati onwi de system of clains processing.
agree with that 100 percent.

But one of the other things we need to do is certainly
reduce the nunmber of fiscal internediaries that we have. | think
we shoul d reduce that to six or 10 or sonething |ike that,
because right nowit's very inadequate. You have a few that do
an outstanding job. | think we should | ook at those peopl e who
are doing an outstanding job and see if we can drive the
reduction in their direction.

The other thing, |last year we rolled out all these
prospective paynent systens nandated by Congress. W rolled it
out there, there was no dollars given to CM5 to train the fiscal
internediary, certainly no dollars to train the provider. So
what did you get? Total confusion, absolutely we just m ssed the
boat .

When we roll out these progranms, we need to fund the
educati onal piece of these prograns. That is really mssing in
the present system in ny estimation.

Anot her thing we need to do is reduce the nunber of |evels
to interpret policy. By the tinme it gets to the provider, how do
t hey know what to do? You pass through two or three or four
| evel s of decisionnmaking at the various |evels. Sone of those
| evel s need to be wiped out so we've got a nore straight access
to what the real rules and regul ations are.

DR. WAKEFI ELD: | actually like this set of recommendati ons
that you put forward. By anyone's definition, this will not be a
panacea and address all problens under all circunstances. But |
think in general what you put forward is a good place to start.

Even by virtue of raising some of these issues -- like in the
second recommendation, gee if you pay attention to the gui dance
that you get from people who represent Medicare, you still are

subject to civil penalties if there's an inconsistency between
what you were told and what the lawreally is.

| think, in some respects, these recommendations, by stating
themare going to illum nate how ridicul ous sone of the stuff is.
That's a good exanple. Because it's likely that while the
providers may be aware of this, not all policymakers are. And so
even nam ng sone of these problens, | think, is a positive thing.

So that's just a general reaction. |'msure there could be
a different set, or maybe a nore conprehensive set, but | just
think in general, for different reasons, it's a good point of
departure.

Two comrents, specific cooments. One on the first
recomendation, David. Wuld you tell nme, it seens to ne in the
abstract this nmakes perfect sense, a standard nationw de cl ai ns
processing system But in my interest in not overl ooking
anyt hing, was there any significant feedback that you can recal
fromany of the groups or individuals, providers or others, that
you m ght have spoken with that would have raised any flags about



that that didn't cone through in the text? Anything in
particular? O was it pretty nuch consensus on that one?
Because as | said, | think in the abstract it nakes sense.
want to nake sure |'m not overl ooki ng anyt hi ng.

And t hen secondly, and ny | ast comment, on the
recommendation that tal ks about CVS testing regul ati ons before
putting theminto effect, that's another no-brainer, one would
think at some level. But | guess |I'd ask is there a reason to
put, at least in the acconpanying text of this, that we should
i ncl ude that when those regulations are tested, they should
i nclude a focus on any group that m ght experience a differenti al
i npact ?

So for exanple, maybe it's a broad regulation but it may
i npact academ c health centers, or have the potential toin a
slightly different way, whatever the newregulationis. O it
m ght inpact small rural hospitals under certain circunstances in
a particular way.

So could they put a little bit of a filter on it when they
t hi nk about that testing that would allow us to | ook at any kind
of differential inpact, at least in a broad sense, higher
conpliance costs or whatever for a particular subcategory? |If
that could be added in the text, that m ght be useful.

MR. GLASS: W can certainly put that in the text.

DR. WAKEFI ELD: That's all | have, and if you'll comrent on
the first.

MR. GLASS: The first one, | think the nbst controversi al
part of this m ght be the | ocal Medicare review policy, getting
rid of local Medicare review policy my be the nost controversi al
t hing. Because sonme people feel that -- well, I'mnot sure what
they feel. They either feel that there really are | ocal
ci rcunst ances that nmake people there or maybe the facilities
there different, and therefore different things should be
cover ed.

| don't followthe logic of it really, but there certainly
is a group of people who feel that that's very inportant and if
they can get a device approved perhaps in one place and in one
region, then that will be a better argunent for getting it
approved i n others.

| don't quite follow the | ogic because if you have evi dence-
based nedi ci ne and you know that something is a good idea, then
think it would be a good idea nationally. In the absence of
that, I don't understand how you know it's a good i dea.

| would say that's probably the nost controversial thing.

DR. NEWHOUSE: Two general reactions. One is, | thought we
shoul d attenpt to frane sonme recommendations that would be
directed at sinplifying life for beneficiaries. Al of our
recommendations here are directed to providers. And while they
all seemreasonable, at least at first blush, to ne, we have
quite in the draft text that tal ks about beneficiaries but then
nothing in the recommendati ons.

| was tal king about this wth G enn beforehand, who recalled
for me the Barbara Cooper-Bruce VI adek docunent that we've been
sent that we both think has sone potential |eads for
recommendat i ons.



The second general reaction on the recomrendations that talk
about the nationw de system both for standards and for

enforcement, several reconmendations. | wondered if it would be
useful to reflect what has been learned with respect to the IRS.
The IRS al so has a very conplex set of regs to enforce. | know

the literature, they don't get enforced uniformy across the
country. Even though the systemthat is here mght, in sone
respects, you're trying to nove it toward where the IRS is.

There's also, | think, some enforcenent differences and
potential multiple -- I don't know enough about the IRS to go
much further down that road, but it struck nme that you m ght take
a |l ook at what |essons, either positive or negative, the
experience with the IRS has to offer here.

MR GASS: | don't know how popular we'd be if we said we
want to be nore like the IRS.

DR. NEWHOUSE: No, but all the nore reason to -- in ways of
being realistic about what this will acconplish. | nean, | think

t hese suggestions, as | say, nmake sense to ne but they won't be a
panacea.

MR. GLASS: No, they won't. And the IRS has the sane
probl em of whether if you get guidance from soneone over the
t el ephone --

DR. NEWHOUSE: So how do they deal with this then?

MR. GLASS: There are sone certainly simlar things.

DR. REISCHAUER: | know a little nore, but not probably
enough to be quoted outside of this room \Wen you get an answer
on the tel ephone, it can drive your behavior but it's worth
not hi ng beyond that. The IRS issues letter rulings when you send
in and ask a question. The letter ruling officially only applies
to your situation but, in fact the tax courts use it as precedent
and then there are special tax courts and findings in them

So |l think it really is a level of treatnment of these issues
that is fundanentally different fromthe way Medicare is.

DR ROAE: But in the area of health care there are al so
precedents. | believe a | aw was recently passed in Texas, but |
don't think it was signed by the governnent, that had a provision
init that if you were a provider and you were on the phone with
a health plan representative and you said I'"mgoing to do an
operation on Ms. OBrien for such and such, and the health plan
representative said fine, that's approved over the phone.

And on January 31st Ms. O Brien stopped being a nmenber of
your health plan because her enpl oyer switched and the operation
was done on March 1st, the health plan still had to pay, even
t hough that person wasn't even a nenber anynore. Because there
had been an indication verbally that the health plan woul d pay.
That's a | aw sonewhere in the United States of Anerica,
bel i eve.

So with respect to -- forgetting the IRS, you can go to
ot her elenents of the health care enterprise and see exanpl es of
rel ati onshi ps between providers and the payer which m ght inform
your decisions with respect to this.

Al an may know nore about this. | don't knowif this is
accurate fromyour point of view, Al an.

DR. ROSS: Just a couple of points to react to Joe.



guess, first of all, it's telling that the Joint Conmttee on
Taxation put out a 1,500 page three vol unme docunent on
sinplification in the tax world, so it's not easy.

But on your point about doing something with respect to
beneficiaries, | guess a couple of things. One, we actually made
a nunber of efforts to reach out and find sonme of the issues
there. Wether it reflects the fact that there's not a | ot of
noney attached on that side, we did not get an overwhel m ng
amount of feedback from people.

One of the pieces of |lowhanging fruit that we did find was
on Medi care secondary payer provisions, which had people filling
out a formwth every encounter. That's actually already being
addr essed.

The other, | think, major source of conplexity fromthe
beneficiary perspective is inside the benefit package and | think
perhaps a good place to deal with that is in the June report that
we'll be tal king about later this norning.

DR. NEWHOUSE: Then | think we should point toward that. |
woul d have said also a source of conplexity in the programis the
probably lack of a stop-loss provision in both Parts A and B that
drives people into supplenentary insurance, which creates al
ki nds of interface issues.

M5. RAPHAEL: But | think that's reflective of the past,
that the beneficiary side is not organized in a way that they can
make known some of the issues.

DR. ROSS: But even in our attenpts to work with organized
beneficiaries we did not get a | ot of input.

DR. NEWHOUSE: But there is stuff in the text that points
toward recommendati ons. They just didn't seemto surface in
chapter five.

DR. ROSS: Do you want themto?

DR. WAKEFI ELD: Could I comment on this point? David, it
was really helpful to me that you included the text fromthe
| egi sl ative | anguage for this particular study on the front end
of this docunent. Then there's no confusion about what it is
Congress is asking us to | ook at.

Just on Joe's point, it's asking us to | ook at providers.

If this is all there was on this study, it really seens to be
very provider focused. |[|'msure that doesn't negate addi ng sone
beneficiary-rel ated recommendations, but it seens -- at |east ny
reading on this, it's inpact on providers.

MR. FEEZOR  Joe had exactly what | was observing and |
too, had picked up that, in fact, Congress had asked for it from
t he provi der perspective.

|"d just like to note it mght be worth reflecting that |
think the fact that Congress views the programin sort of a
constituency silo mndset may, in fact, contribute to sonme of the
conplexity. And | think to really |look at the kind of overal
sinplification and inprovenent that Jack was tal ki ng about -- and
| do think politically there may be sonme opportunities to | ook at
it in a nmuch | arger perspective -- | think backing out of that
specific constituency inpact group m ndset on a broader
perspective -- and | do think, denn, your coments about the
forthcom ng June report may provide an opportunity.



So it may be hel pful, I would think, in the context of
saying this sinplification effort, or it may be very helpful to
be undertaken after or subsequent to a revisiting of the program
is going to be redesigned at sone point, in terns of its benefit
structure. Because | think that woul d change the gane rat her
substantial ly.

MR. HACKBARTH: Just for the record, the mandate does refer
to patients as well as providers. The sunmary--

DR. ROSS: The next page, the top. The top of three.

MR. HACKBARTH. The actual statutory |anguage is there.

What 1'd like to do is go back to our queue. W' ve got a
bunch of peopl e who have been patiently waiting here and | want
to get to them

MR SMTH Let ne try to be brief. David, | found this
very helpful and learned a lot fromreading it.

A coupl e of observations. Actually, Jack provoked the first
one. | think it's inportant to renenber that the conplexity of
this system shouldn't be anal ogi zed to sedinentary rock. It
didn't just accrete over tine. It has very deep constituency
roots.

The conplexity here has a political dinension and Allen just
referred to it, in part. But | think as we think about what it
is sensible to recormend, and | mnmean sensible in an efficiency
sense, we need to be m ndful of the political context in which
the conplexity arose and sonme of the reasons that it is unlikely
to go away.

In that context, | think we should try to distinguish
bet ween where we can reduce conplexity with technol ogy and better
informati on systens and better processing where the political
obstacles wll not be as serious, and where we think we want to
try to reduce conplexity by going after sonmeone who, in turn, has
political weight and political nuscle.

| think there's an inportant difference. | thought the
wei ght of the recomendations didn't focus enough on sone of the
t echnol ogi cal and i nformati on system opportunities where | think
the resistance will be |ess.

Second, | was struck and | think a little troubled by the
di scussion on front end rigor, back end rigor, again in part for
political reasons. Back end rigor cones because that is always
| ow- hanging fruit for politicians. Fraud and abuse, a corrupt
provider. It doesn't make any difference whether it's .1 of 1
percent of all providers, it's an irresistible target and no
sensi bl e bureaucrat is going to set thenselves up for that kind
of attack at the back end.

Unl ess we had a profound, and extrenely unlikely, change in
the political culture, I don't think we can expect bureaucrats to
reduce their back end rigor and nmake thensel ves | ow hanging fruit
on the fraud and abuse.

| wish you were right, that this tradeoff were possible, but
| really don't think it is. The tolerance of the bureaucratic
apparatus for the political attacks that cone at the back end is
very low and it's hard to inmagine it could be ot herw se.

| think sonme of the sane political constraints apply to the
flexibility issue but | think that's nore prom sing.



Lastly, Jack, on your do you feed the beast or starve the
beast, | think it's the wong question. |f you don't change what
t he beast has to do and you give it nore noney, you get nore of
what you don't want. But noney is not the problem The probl em
is what you're telling the apparatus it has to do.

| think to think about it is could you fix it by starving
it? The answer is probably no. You would just do everything
that you now do badly even nore badly because you had fewer
resour ces.

DR RONE: | think, if | could respond, | accept that,
David, but I"'mnot ready to reject the notion that |inking sone
of the changes that we want the organization to do with financi al
i ncentives, one way or the other, so that could in fact benefit
frominproving its efficiency, by having nore internal resources
to use for other things, or sonething like that m ght not
facilitate sone of these behaviors.

These are, after all, even though they're CM5 they're stil
human beings. And they do respond to the sanme incentives that
everybody el se does. In fact, nmaybe noreso because they' ve never

been exposed to these incentives. That's really what | nean.

MR SMTH  Fair enough. But | think that is a different
guestion than the one you initially posed which is, does it nmake
sense to try to nake it harder for the apparatus to introduce
conplexity by giving the apparatus |ess noney? | think that's
the wong question. The conplexity is introduced by and |arge
externally, unless noney sinply nakes it even nore clotted and
cl ogged up.

MR. MULLER MWy comrents foll ow sonmewhat on David's.
think a lot of the conplexity is, in fact, introduced by the pace
of all the changes that are introduced. For better or for worse,
providers figure out with rules that are 10 or 20 years old, how
tolive with them and adjust themand so forth. And when many
cone along, they may not |ike those rules but they figure out how
to deal with them

It strikes ne that the pace of change is not going to sl ow
down at all because Medicare is just inherently a political
process. Sone of the stakehol ders wants things changed and those
things wll continue to change.

From both the point of view of CM5 and from providers, in
sone ways however, the regulations, the laws that cone forth are
seen seemngly as cost-free to them The CVMS budget, as various
peopl e pointed out, doesn't get increased when BBA cones al ong
and so forth. A nunber of the admnistrators wote |last year in
Heal th Affairs about underfunding. That's been discussed here.

And providers really also don't have their budgets increased
when these various rules cone al ong.

So one of the suggestions | would nake that we consider is
that as new | egislation is passed that both CV5 and affected
peopl e, whether that be providers or internediaries -- and it's
not clear to me how one relates this to beneficiaries -- sonehow
get sone adjustnent as a result of this, or a CVM5S budget or a
provi der budget gets adjusted to take into account. O herw se
the rules that cone along, in a sense, are seen as cost-free and
obviously it brings the adm nistrative budget of providers to



what | understand to be the highest of the G7 countries in the
heal th program as a percent age.

Qobviously we have a |l ot of data indicating that the CMS
budget is defined as one of the |lowest vis-a-vis the expenditures
on the health plan.

But | would like to ask the staff whether the right formfor
this is to consider sone kind of recomrendation that the costs of
regul ations be put into the CV5S budget and into Medicare' s cost
basis in sonme kind of appropriate way. Because otherw se these
rules are just going to keep comng forth. And | do think that a
| ot of conplexity, in fact, cones fromthe constant changi ng of
this.

Understanding, at the sane tinme, that there's a reason for
this changing, as David and ot her people have arti cul at ed.

Peopl e want to change the program because the stakehol ders want
to see changes. | don't think that's going away. | think we
need to have some accommodati on, however, for what kind of havoc
that weaks in the system when these things are changed
constantly.

DR. LOOP: | don't think this comm ssion has the ability to
debride all these regul ations, but we do have one resource and
that's comon sense, which | think are applied in these
recommendat i ons.

There's one worry that | have, and that's the consolidation

of sone of these fiscal internmediaries or other contractors. [''m
not sure we wouldn't be just creating fewer and | arger
bur eaucr aci es. | think that we have to have uni form and

sinplified standards and, as many di scussants nentioned, fewer
deci si onmaki ng |l ayers. Oherwise we're creating very |large
bur eaucr aci es agai n.

MR. GLASS: W left open what would the efficient division
of | abor be and how many contractors of what sorts you' d want.
We don't say howto do that. W just want to get rid of the
| ayers of decisionmaking in there, and the fact that if you have
different systenms and different rules in different places it
conplicates the system |'mnot sure we'd be creating --

DR. LOOP: As long as we sinplified the new standards that
apply to those new contractors.

DR. NELSON: David, | really liked the way that you
approached this. | agree with the recommendations. Wile sone
of themare structural, a nunber of themare process. |'m
confortable that those that fall wthin the structural context
are prudent and reasonable and it doesn't bother ne that we
aren't experts in organizational design.

| al so subscribe to your approach to | ook at the overal
tree, but there mght be a couple of branches that are worth
pruni ng just because they're so pervasive in causing problens and
hassle. | think that it would be well worth referencing the
docunentation requirenents as a mgjor source of confusion and
di sgrunt | enent.

| f you do that, it seens to ne that it would be perfectly
appropri ate anong those process reconmendati ons that you have to
make a recommendation that the Secretary woul d conduct a
denonstrati on of eval uati on of managenent requirenents based on



encounter tinme, or sonething of that sort, at |least to put on the
record that we considered sone concrete specific steps to dea

wi th one of the biggest problens, which is docunentation and
codi ng conpl exity confusion.

The need for applying diagnosis codes to all |aboratory
tests drive people nuts. The way carriers deal with that is so
uneven and confusing that it just -- and that's such a big
problemthat | think we can deal with this in the general context
as you do. But we can still identify a couple of very specific
areas that are such a big source of consternation

The second exanple that | think you should consider
referencing, and perhaps have a recommendati on, deals with the
difficulty that we encounter with extrapol ation froma snal
sanple to a |arge universe. That drives people crazy. A person
makes a sinple coding area and all of a sudden they get a payback
bill for hundreds of thousands of dollars in sone instances.

Per haps one of our recommendati ons could be to consider
restriction on extrapolation if it's the first tine that the
error is caught. It doesn't seemto ne that that is getting too
specific. It seens to ne that people who read our report are
going to fault us if we don't include sone things that everyone
agrees i s causing so nuch problemout there.

So |'d suggest considering that.

MR. GLASS: W thought about how to | ook at sone of these
speci fic ones which are well known. | think you can add to that
l1st the Medicare secondary payer question and the ABN, advance
beneficiary notice. On site visits, these things just kept
com ng up. The E&M docunentation is another biggie. These
t hi ngs kept com ng up.

| think in sone cases we used them as exanpl es, but we
refrained fromhaving a section on each of those because a | ot of
these things are already being addressed either in CM5 or in
Congress. W didn't think we had nuch to add to that. But do
you want to nention then? | don't know.

DR. NELSON: Wiy don't you hunor ne and include them and
when we consider our recommendations if you all want to argue to
delete them it's okay with ne.

MR. HACKBARTH: To ne the approach of having the
recommendat i ons broader gauge, but then when there are sone
particul arly poi gnant exanpl es of problens having them nenti oned
in the text is a good approach. Do you feel confortable with
that, Alan? It sounded to ne |ike your request was that, for
sone of the nost flagrant exanples, let's nmake sure that they're
mentioned in the text as opposed to reconmendations to the
Secretary to use a different statistical approach.

DR. NELSON: | think the inportant thing is to have it
mentioned in the text. But it may be that acknow edging in the
text the problemlogically leads to a relatively sinple next
step, which is to investigation sone way to handle it. | don't
want to burden this with a whol e bunch of those kinds of things,
but if there are a couple that everybody agrees is a major
heartburn or headache cause, we ought not to miss the opportunity
to make a recommendation to do sonething about it.

DR ROSS: Can | just interject one |logistical issue for us



on this? A lot of these things are being dealt with in
legislation that is currently noving, may or may not make it out
of the commttee or through one chanmber by the next time the
commi ssion neets. It's probably better if we're not nmaking
recommendations that by the tinme this hits the streets have
al ready been enacted and put into |law. \Wereas, if we illustrate
| think specific issues, we can use fairly strong words to
descri be them but keep them under the rubric of the general
probl em and then the specific application of it.

That may address what you want but w thout putting us in a
position of having recomended sonething that's al ready been
fi xed before we even get the report out.

DR RONE: | see the problemis that we all have our
favorite list of annoying, incredible policies that CM5 has, as
wel |l as Aetna has and every other |arge organi zation. | see,
however, like this exanple that Al an suggests, this is a policy.
CVB coul d be the nost efficient non-regul ated organi zed entity in
the world and it mght still have a policy that if they catch
this kind of an error they extrapolate to that provider's entire
pati ent popul ation and send the guy a bill. It's unrelated to
regul atory burden, it's unrelated to conplexity. It's a policy

of howto deal with this kind of activity.

So | see it as a different kind of thing than this chapter
is supposed to deal with. [It's a fairness kind of issue.

So we don't want to have too nmany different kinds of things
on our list of favorite things we want to fix because the risk is
that they' Il fix all these favorite things but not change the
entire system which is really I think the overall question.

"' m not against including sone of these things but we should
candl e each of themup to say is this really a regulatory
conpl exity probl em

MR. HACKBARTH:. Let ne just do a process check here for a
second. It's alnost 10:10, so we're already over tine on this.
| think this is a very inportant topic and, in addition to that,
we don't have a whole lot of tinme left onit. W certainly don't
have a lot of neeting time left to get this work done.

So | do want to go for another 10 m nutes or so, but one
thing that we need to do before we wap this up is |I'd like to go
back through the individual recomendations that David presented.
Not your discussion, but | just want people to say raise your
hand if a particular reconmendati on proposes a serious problem
for you and you woul d strenuously object to it.

You wi Il have another cut at this later on, so if you don't
object that is not tantanmount to a yet vote. But we're just
trying to provide sonme direction for the staff in a very short
period of tinme. So |I've got two people left on the list to
comment, Carol, who's not had any chance yet; and then Joe. But
pl ease let's keep it brief so we can get our work done. Thank
you.

M5. RAPHAEL: | thought that you did a very good job in
terms of organizing the material and | really appreciated the
fact that we didn't focus on 30,000 pages of regulations but try
to | ook at the sources of conplexity and what we can do. | do
like the way David posited it, which is where can we get



sonet hing done rather than run into a ot of political barriers.

| think that you've addressed the issue of how do we
alleviate the nultiple layers and try to achi eve sone
standardi zation. | think you need to enphasize nore that in the
federal systemthe notion of having sonme kind of |ocal input
really is not relevant in the way this programis structured
because there is value to having local input and invol verent, but
we never got that in this program because all of these regional
groups or carriers really are not |ocally-based and don't give
you whatever is you value in the systemthat involves people at
the |l ocal |evel.

| think in whatever you create, | think we have to be
m ndful of the fact that Medicare is the purchasing organization
and enforcenent regulatory organi zation. As a purchasing
organi zation it has to decide what it will pay for, what it wll
pay, and then how to make sure that it gets what it pays for.
think that's Medicare's obligation as a central entity. \Woever
this group of entities are that end up being the contractors
shoul d be responsible for paying, not for making those kind of
critical decisions that | think have to be made by the centra
body.

| also think you dealt with the issue of how do you increase
certainty and predictability in a programnow that has had a very
hi gh quotient of unpredictability.

What | still feel is sonmehow missing is the hard part of
this, which is how do you deal with the fact that we have rapid
change? W have to find sone new nechani sns to make nore rapid
deci si onmaki ng while you still adhere to a political process that
has to give voice to many constituenci es?

| think that is a really critical issue for this
organi zation. How do we garner nore political support for this
particul ar organi zati on and reduce expectations? | don't know
what a recommendation mght be in that realm but | feel it's an
i nportant realm

| was thinking of other organizations, the way Joe was of
the IRS. There is an organization in New York that is in charge
of foster children and child abuse. It's the nost abused
organi zation |'ve ever seen in the public sector because it was
in the newspaper every week because it was inpossible not to have
sone instance of child abuse or neglect, and it was al ways the
poster child for a conpletely ineffective organi zati on.

That has been conpletely turned around and that organi zation
has becone the nost effective. You know the innovations in
governnment awards, it gets the award for being innovative.
There's just | ess expectation, nore of an understandi ng, that
this entity cannot root out and prevent every instance of child
abuse and negl ect or every bad thing that happens. There's just
much nore of a sense of support fromthe political process, as
well as fromthe citizenry.

| think that is an issue that sonehow you need to tackle in
our recomrendati ons because | think this will be inportant in the
decades ahead.

DR. NEWHOUSE: | know we're trying to stay at the 30, 000-
foot level, but there is a technical fix for Alan's extrapol ation



problemthat if we're going to nention it in the text we should
mention it. Basically the statistics of say predicting a
basebal | player's final batting average when you only observe the
average after 10 at bats is not the average after 10 at bats.
It's some wei ghted average of the average after 10 at bats and
everybody's average. And the weight on the nunber of at bats
keeps going up as the nunmber of at bats get higher.

That's all well developed in statistics. So the notion of
extrapolating froma very small sanple can be dealt with

The other thing, Alan also nmentioned |inking diagnosis and
the text. The only thing that concerns nme, we need to nake sure
we're not tripping over ourselves when we get to process neasures
of quality and quality neasurenent on that front.

DR. NELSON: No, | wasn't calling to elimnate that. | was
saying it's very confusing the way it's currently required.

MR. HACKBARTH. David, would you wal k us through one by one?
Again, what | want from people here is a show of hands. Raise
your hand if this one causes you significant problem |[If in fact
there is one that causes you significant problem rather than
have a prol onged di scussion of that now, what |1'd ask is that you
let the staff know, either David or Murray -- | don't know how
you want to handle that, Murray -- by e-mail or sone neans,
here's why that one really causes nme heartburn.

M5. NEWPORT: We'll see this again in Novenber?

MR. HACKBARTH. Yes. Let ne underline that point. This is
not tantanount to a vote on these. You will have a chance to
| ook at themall again. And if you don't object today you can
object in Novenber. W're just trying to get our bearings here.
Davi d?

MR. GLASS: Again, this is to nove to a standard nati onw de
system and elimnate some of the problens caused by having
mul tiple automated systens and nultiple systens of people
deci di ng what is policy.

MR. HACKBARTH. | would like to avoid discussion. So if |
don't see any hands, it seens to nme that people think that
sonething like this would be okay. |If you have an objection

rai se your hand.

Seeing none, let's nove on to nunber two.

MR. GLASS: This recommendation follows fromthe first one.
I f you have a nationw de standard systemthat people can
understand, that can be clearly described and people will then
understand the answers to, we think that this would follow and
this would relieve a |lot of the burden of apprehensi on and
uncertainty from providers.

DR. ROAE: | don't think this helps at all because it's
anbi guous what official guidance is and that's really the entire
guestion, whether or not a phone conversation constitutes
of ficial guidance is going to be the argunent, so we need to be
nore clear on that.

MR. GLASS: Could we put that in the text, we could have
sonme kind of discussion would constitute official guidance, Jack?

DR ROWE: Yes, sure.

MR. HACKBARTH. Good point. Nunber three?

MR. GLASS: This one was to the question of, if we then



reorgani zed the clains processing and all those related kind of
contractor entities, could we then rethink the role of the
regional offices? Frankly, this is because a | ot of people have
some questions about what is their role and are they fulfilling
it helpfully? So this kind of gets to that.

MR. HACKBARTH. (Obj ections? Nunber four?

MR. GLASS: This was one of the bal ance questions. | think
t he nost obvi ous exanple here is in the DVE world. Cearly, that
just made so nuch sense to be a little nore discrimnating about
what providers were allowed in. W think that kind of principle
coul d be extended.

MR SMTH It's not heartburn [inaudible].

MR. HACKBARTH: Nunber five?

MR. GLASS: Again, a lot of this has come about as a result
| think of how funding and that sort of thing was given to the
programto do this function of enforcenent, and not just to the
Medi care program but to others, out of H PAA and that sort of
thing. D fferent pots of noney. Jack, you were tal king about if
you hand out the noney differently you get different results.
This is a result of how the noney was handed out, and it's not
clear that it's the nost rational way. | think providers fee
that they're being subject to nultiple audits and enforcenent
activities and there should be a better way of doing it.

DR. RONE: But aren't these enforcenent activities fromthe
i nspector general of HHS?

MR. GLASS: They're both. That's the conplaint.

MR. FEEZOR: Is that as a result of congressional direction,
as opposed to --

M5. NEWPORT: To sonme extent it is.

MR. FEEZOR: Then nmake that observation. Tactfully, but
make the observati on.

MR. HACKBARTH. Nunber six?

M5. NEWPORT: | have a problemwth this one. [It's not the
idea of testing, | want that clear. 1It's how you establish the
process for measuring conpliance. | think that's an inportant
di stinction.

MS. RAPHAEL: | don't understand what you nean.

M5. NEWPORT: The issues are, in conplex organizations |ike
health plans, is having a full audit protocol available
bef orehand and understanding the rules and regul ati ons that then
are the root of those protocols. Part of the issue that cones in
in nmeasuring this is not testing that so nmuch, is how you
determ ne the base regul ations and then establish the upfront
di scl osure that everyone wants or reliance on interpretation that
you get fromCMS is that this is what that neans

And | think that | have a problemw th the testing idea. |
would Iike to be a little nore sophisticated about what we offer
up as rules of engagenent, if you will, on this on how you
devel op the regs as well as what happens when you enforce it.

It's kind of a congloneration of maybe the | ast three
recomendations. The sane idea, it's just that testing sonetines
is inmpossible given the tinelines Congress inposes on things.

MR. GLASS: Right. | thought that's why we suggested the
reasonable tinmelines to go with the testing.



M5. NEWPORT: | will share this with you

MR. GLASS: You can explain it, because | don't quite
understand it.

MR. HACKBARTH. We're on nunber seven?

MR. GLASS: | thought this was relatively conmon sense.

DR. RONE: Instead of devel oping a nechanism it sounds |ike
you're going to open a new office and staff it. Wy can't we
just say CMS should elimnate regul ations.

MR. GLASS: W could say that.

MR. HACKBARTH. Nunber eight?

MR. GLASS: This would include a |lot of things behind it,
but | guess the general tenor, | hope, is reasonable.

MR. HACKBARTH:  Thank you, David.

DR. RONE: Before we discuss this next, can we get
[ 1 naudi bl e] .

MR. GLASS: Yes.

MR. HACKBARTH. Thank you, David. This is a daunting,
daunting task, both in its scale, but also for the reason that
Davi d and sone other people identified. This is a problem
because there are people that have deep attachnents to sone of
these issues and their responses to problens of various sorts.
The politics are very, very difficult.

The way | |l ook at the role of the Comm ssion is that we are
part of the political process. W are not aside fromit. W
were asked to do this as part of the process of trying to build a
consensus about change. Wether we will, in fact, succeed in
hel pi ng that process or not, | don't know. But it's our role in
this dance of legislation, so we'll do the best we can.



